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Notes of the Month 


Tempest Over Taiwan 

Botu the Nationalists on Formosa and the Communists in 
Peking undoubtedly had good reasons for promoting the recent 
bursts of activity over the question of Formosa and its dependent 
islands. The Nationalists have long pinned their hopes of a return 
to the mainland on the outbreak of a major conflict in which China 
and the United States would be fighting each other. They were 
bitterly disappointed with the fact that agreement was reached at 
Geneva on Indo-China, as their verbal assaults on ‘Churchill’s 
appeasement policy’ show, and they had every reason after Geneva 
to wish to prevent a lowering of the temperature in the Far East. 
During May Taipeh broadcasts referred to ‘the increasing activi- 
ties of the Chinese Air Force off the Chekiang coast’ and claimed 
that ‘during recent months the Communists have been greatly 
threatened by constant attacks by the Nationalist Navy’. That 
these broadcasts were in English suggests that they were directed 
to American opinion. The Nationalists cannot afford to let it be 
thought that they are not active and effective opponents of the 
Communists, worthy of support. And the ideal aim of their policy 
must be to get the United States actively engaged in the defence 
of their island outposts close to the mainland shore and so openly 
at war with their Communist opponents. 

But in fact the increase in activity off the China coast in recent 
months seems to have come rather from the Communists than from 
the Nationalists. Minor Nationalist raids and small-scale naval 
and air activity along the coast have been going on steadily at least 
since President Eisenhower lifted the U.S. ban on such Nationalist 
activities in February 1953. Since the Korean Armistice was signed, 
however, the Communists have had an opportunity to concentrate 
such naval craft as they have along the Fukien and Chekiang 
coasts, to bring down aircraft hitherto employed in North Korea, 
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and to strengthen the land forces concentrated opposite Formosa, 
and Nationalist patrol activities and raids seem to have begun to 
meet greater resistance in the spring of this year. 

Then in mid-July, as the Geneva Conference drew to what to 
the Communists must have seemed a most satisfactory conclusion, 
Formosa suddenly began to bulk large in Chinese Commnnist 
propaganda. The campaign reached its peak in August. On 
1 August General Chu Teh, the Commander-in-Chief, in his 
speech on the anniversary of the founding of the Army, devoted 
almost all his time to Formosa, and on 11 August Chou En-lai, 
the Prime Minister, finished his report to the Government Council 
on the Geneva Conference with a similar statement. Chou 
attacked the U.S. for trying to conclude a ‘so-called bilateral 
treaty of mutual security’ with Formosa and a ‘so-called North- 
East Asia defence alliance’. He went on to complain, as Chu had 
also, that the Kuomintang was increasingly harassing the coasts of 
China and that amongst other things it was misleading the over- 
seas Chinese and that it ‘inveigles their youth to serve as its cannon 
fodder’. The overseas Chinese are, of course, a useful source of 
foreign exchange and a valuable potential fifth column in South- 
East Asia. Chou stated that ‘the Government of the Chinese 
People’s Republic once again declares that Taiwan is inviolable 
Chinese territory, that its occupation by the U.S. absolutely 
cannot be tolerated, and that it is equally intolerable to have it 
placed under U.N. trusteeship. . . If any foreign aggressors dare to 
prevent the Chinese from liberating Taiwan . . . they must ‘>ke 
upon themselves all the grave consequences of such acts of 
aggression’. He finished up by claiming that ‘the U.S. policy of 
aggression and war is the source of all calamities and misfortunes’. 

Propaganda campaigns do not start spontaneously in Com- 
munist China, and their aims are not necessarily concerned with 
their subject matter. It seems unlikely that the Chinese really 
propose to attempt an invasion of Formosa in the next few months. 
Even if they had command of the sea the weather would prove a 
formidable obstacle until the spring, and an airborne landing 
would require massive Russian support. An attack on Quemoy or 
one or more of the other minor islands near the Chinese coast 
would be a much more practical proposition and might pay useful 
psychological as well as practical dividends. But even without such 
a landing the campaign seems already to have had its uses. Inter- 
nally, there have been reports of peasants in distant parts of China 
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pledging themselves to raise output and release more grain to the 
Government in aid of the liberation of Taiwan. The floods were 
spreading when the campaign was started, and ‘Oppose American 
aggression’ has always proved a most useful distraction. Equally, 
the parallel campaign against ‘KMT agents and spies’ may well 
prove useful against those whose enthusiasm for the regime is 
flagging. Externally, criticism of American policy has been 
heightened in Britain and elsewhere. 

Altogether, therefore, both Nationalists and Communists have 
reasons for approving the present outburst. Only the United 
States, which may get entangled into supporting the Nationalists 
to extremes and whose moral position may in the process be 
severely weakened in the eyes of the non-Communist world, 
stands to lose. 


After the Anglo-Egyptian Agreement 

Tue Anglo-Egyptian agreement over the Suez Canal base has 
so far had encouraging results in the Middle East. Negotiations 
had dragged on for so long that agreement might have been 
achieved in bitterness. The Egyptian press and radio did not make 
a great point of arguing that an enemy had been defeated, but dis- 
cussed the agreement on the whole with friendliness. Much of the 
sting has been taken out of the anti-British propaganda on the 
radio and in the press since the agreement. 

The impression gained of reactions in other parts of the Arab 
world is not that Britain has lost prestige by coming to the agree- 
ment, but rather that she has shown appreciation of new con- 
ditions. Anyway it is a relief to many of those in charge of affairs 
in Iraq, Saudi Arabia, Syria, the Lebanon, Libya, and elsewhere 
in the Arab world that the Canal question, which was confusing 
Arab relations, is settled. Egypt had rather imperiously warned off 
other members of the Arab League from being too friendly with 
the West until her own affairs were settled with Britain. Now 
Egypt has adopted a more practical policy towards such neigh- 
bours as Iraq, and is working to undo the harm caused by the 
Egyptian radio and press campaign against Iraq during the last 
few months. Major Saleh Salem, the Egyptian Minister of National 
Guidance, has been travelling round the other Arab countries to 
work out plans for strengthening the Charter of the Arab League 
and developing the League regional security system. In his im- 
pulsive way, however, he said too much in Iraq. In stating that 
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Egypt did not object to unions between Iraq, Syria, and Jordan if 
founded on the will of the people, he was bound to upset the 
Government of Saudi Arabia; as a result he earned a rebuke from 
Colonel Nasser, the Egyptian Prime Minister. With Nuri es- 
Said’s visit to Cairo before proceeding to England there is definite 
improvement in Egyptian-Iraqi relations. 

By coming to the agreement with Britain, Egypt has shown that 
she is with the West in her thinking on strategic matters; but it 
would be a great mistake to think that Egypt is going to go any 
further than that at the moment. Cairo Radio repeatedly emphasiz- 
es that the Anglo-Egyptian agreement is in no way an alliance. The 
Egyptian Premier has made it clear that there is no question of 
being tied up to the Western Powers in any Middle East defence 
scheme. At the same time he is anxious to have a strong army, and 
he wants the co-operation of Britain to help make it strong. Israel 
is concerned about recent Arab negotiations and about the 
ending of the embargo on arms from Britain and other countries. 
She finds it hard to accept the present argument that the 
defence of the Middle East should be left to the Arab States 
themselves through their collective security pact. This pact has 
so far meant nothing, but it is possible that following the Iraqi 
Prime Minister’s visit to Cairo and talks with Saudi Arabia and 
other Arab States the pact may achieve some meaning and effec- 
tiveness. 

The newly planned annual Islamic Conference at Mecca on the 
occasion of the pilgrimage is another organization being set up to 
bring the leaders of the Moslem World together. This will have a 
wider basis than the Arab League as it will include leaders from 
Pakistan, Indonesia, and elsewhere. It is one of Gamal Abdel 
Nasser’s dreams which is coming true; he talks of it in his interest- 
ing pamphlet called The Philosophy of the Revolution, which was 
originally published as articles in the Government newspaper 
Al Gomhouria, about a year ago. The pilgrimage, he wrote, should 
be a great political power and there should be ‘a regular political 
congress wherein the leaders of Moslem States, their public men, 
their pioneers in every field of knowledge, their writers, their lead- 
ing industrialists, merchants, and youth should draw up in this 
universal Islamic Parliament the main lines of policy for their 
countries and their co-operation together until they meet again.’ 
Whether this annual conference will be more than just an oppor- 
tunity for leaders to meet remains to be seen. If it develops a 
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political organization or secretariat, its relations with the Arab 
League will have to be worked out. 

Now that the emotions connected with British occupation and 
the Suez Canal base have been set aside, it is expected that the 
Revolutionary Command Council will also be able to turn more 
attention to the home front, improve social conditions, and make 
their land reform projects more effective. It is only by giving Egypt 
an efficient administration which carries out much-needed reforms 
that the Government can win popular support. This will be a hard 
task, for Egyptians do not accept discipline easily; the majority 
of lawyers, journalists, and land-owners have been antagonized, 
and the Government is having difficulty with a fairly large section 
of the students. 

The greatest danger to the regime comes from the Moslem 
Brotherhood, which has stated that it will sabotage the Anglo- 
Egyptian Canal Zone agreement and will try to bring down the 
Government. The Moslem Brotherhood has for many years had a 
well-disciplined organization throughout Egypt. It is a rallying 
centre for frustrated students, fanatical Moslems, and the old- 
guard Wafdist politicians, and is also made use of by Com- 
munists. It is significant that the Government has decided to try 
to keep a check on the Friday Kuthbas, or homilies, preached in 
the mosques; the Moslem Brotherhood has for long made use of 
the occasion of the Friday prayers to propagate its attacks against 
the Government. 


The Brussels Treaty 


Durinc Mr Eden’s European journeys there have been fre- 
quent references in the press to the Brussels ‘Treaty. There have 
been suggestions that Germany should be admitted to N.A.T.O. 
and that the Brussels Pact should be extended to include Germany 
and Italy. The Brussels Treaty, signed on 17 March 1948,! was a 
‘comprehensive alliance’ of five Western European Powers— 

sritain, France, and the three Benelux countries. It declared 
(Article I) that the High Contracting Parties ‘. . . will so organize 
and co-ordinate their economic activities as to produce the best 
possible results, by the elimination of conflict in their economic 
policies, the co-ordination of production, and the development of 
commercial exchanges’. They would ‘make every effort in com- 
mon, both by direct consultation and in specialized agencies, to 
1 Cmd. 7883 (1950). 
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promote the attainment of a higher standard of living by their 
peoples and to develop on corresponding lines the social and other 
related services of their countries. The High Contracting Parties 
will consult with the object of achieving the earliest possible 
application of recommendations of immediate practical interest, 
relating to social matters, adopted with their approval in the special- 
ized agencies. They will endeavour to conclude as soon as possible 
conventions with each other in the sphere of social security’. 
(Article II). Under Article III the High Contracting Parties de- 
clared their intention of making every effort in common ‘to lead 
their peoples towards a better understanding of the principles 
which form the basis of their common civilization and to promote 
cultural exchanges by conventions between themselves or by 
other means’. 

The primary purpose of the Treaty was, however, defence. 
Article IV reads: ‘If any of the High Contracting Parties should be 
the object of an armed attack in Europe, the other High Contract- 
ing Parties will, in accordance with the provisions of Article 51 of 
the Charter of the United Nations, afford the Party so attacked all 
the military and other aid and assistance in their power.’ The 
signatories undertook (Article VI) that none of them would con- 
clude any alliance or participate in any coalition directed against 
any of the other High Contractng Parties. For the purpose of 
consulting together on all the questions dealt with in the Treaty, 
the High Contracting Parties declared their intention (Article VII) 
to create a Consultative Council so organized as to be able to 
exercise its functions continually. Article VII continued: ‘At the 
request of any of the High Contracting Parties, the Council shall 
be immediately convened in order to permit the High Contracting 
Parties to consult with regard to any situation which may consti- 
tute a threat to peace, in whatever area this threat should arise; 
with regard to the attitude to be adopted and the steps to be taken 
in case of a renewal by Germany of aggressive policy; or with re- 
gard to any situation constituting a danger to economic stability.’ 

The Brussels Treaty Powers agreed in the autumn of 1948 to set 
up a permanent organization to implement their common defence 
policy. After the signature of the North Atlantic Treaty on 
4 April 1949, this military organization of the Brussels Treaty was 
to a large extent absorbed into N.A.T.O. On 23 November 1949 
the Brussels Treaty Powers proposed to the North Atlantic 
Defence Committee that ‘(a) the Western European Regional 
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Planning Group of the North Atlantic Treaty Organization should 
consist of the Chiefs of Staff Committee of the Brussels Treaty 
and its working staff, the Permanent Military Committee, with the 
addition of United States and Canadian representatives participat- 
ing as appropriate, which should be named in accordance with the 
North Atlantic Treaty nomenclature when acting in its capacity 
as the Western European Regional Planning Group; and that the 
Defence Committee, the Commanders-in-Chief Committee, and 
the Supply Board, organs of the Brussels Treaty, should retain 
the functions and powers which they derive from this Treaty; 
and (6) that information on the Brussels Treaty Defence Organiza- 
tion and the work already done or being carried out should be 
forwarded to the North Atlantic Standing Group so that they may 
bear it in mind when recommendations are made to the North 
Atlantic Military Committee.”! 

The purpose of the proposals now being made to extend the 
Brussels Pact would therefore appear to be the closer association 
of Great Britain as a signatory of this Treaty with the six E.D.C. 
Powers, within a specifically European framework. Since the 
Western European Regional Planning Group for N.A.T.O. 
effectively achieves this on the military level, it may be assumed 
that the new link thus to be forged between Great Britain and the 
other signatories of the Brussels Pact is primarily political rather 
than military. 


l ibid. p. 11. 








France’s Problems after the Rejection 


of E.D.C. 


ON 30 August, two years and three months after the signature of 
the European Defence Community Treaty, whose provisions had 
then been under discussion for some eighteen months, the French 
Assembly refused, by 319 votes to 264, to ratify the Treaty. Four 
years of argument and negotiation—on the necessary and desirable 
extent of military integration; on the constitution and powers of 
the proposed supra-national organs; on the terms on which Great 
Britain might agree, if not to participate, at least to be ‘associated’ 
with them; on the need for supra-national political control of the 
proposed supra-national Defence Community; on the need for 
‘additional protocols’ enabling France, at least during a transition 
period, to retain a national army alongside her European contin- 
gents; on the need for the ‘Europeanization’ of the Saar as a con- 
dition of ratification of the Treaty and of the means by which this 
could be achieved in the absence of a German Peace Treaty; on 
the need for further British and American guarantees in addition to 
the five existing British and two existing American guarantees ;} 
on the need for a further series of additional protocols postponing 
application of certain provisions of the Treaty giving to the supra- 
national organs powers hitherto reserved to sovereign nations and 
modifying others in order to protect certain of France’s economic 
interests ; all this has led to nothing, or almost nothing. 

Writing in Le Monde, M. Jacques Fauvet claimed that only one 
positive lesson was to be learned from the ratification debate, 
namely, that no solution to the problem of German rearmament 
that failed to provide for British and American participation would 
be acceptable to the French Assembly.? Some non-Communist 
left-wing opinion was able to discern a second positive achieve- 
ment: ‘Now that the danger (i.e. of E.D.C.) has been averted’, 
wrote Combat, ‘now that our country retains her independence and 


1'The Dunkirk 'Treaty of March 1947, the Brussels Treaty of March 1948, 
the guarantee signed in May 1952, therprotocol signed by Great Britain and 
other members of the Atlantic Treaty Organization guaranteeing each other and 
any member of E.D.C., and the tripartite declaration signed by the United 
States, British, and French Governments guaranteeing the integrity of E.D.C. 
On these points see “The European Defence Community’ in The World Today, 
June 1952 and “The European Defence Community: Problems of Ratification’ 
in The World Today, August 1954. 

® Le Monde, 1 September 1954. 
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remains master of her own destiny and of that of the French 
Union, a tremendous relief has made us forget past fears.’? 

It has not, of course, escaped the notice of some Frenchmen that 
that relief is shared by none of France’s allies, though it is exultantly 
shared by her only immediate potential enemies, the Soviet 
Union and its satellites. Nor has it escaped their notice that 
neither the French Assembly itself nor the parties or organizations 
that have since issued declarations gave any indication as to what 
those now freed from fear of E.D.C. proposed to put in its place. 
The latter did, however, reveal a continuing preoccupation with 
precisely those fears which had led to the four years’ deadlock 
culminating in a negative vote, and Le Monde, while congratulating 
France on the possession of ‘some diplomatic trump cards’, did 
allude, in passing, to the risk that she might find herself without 
an essential winning one: ‘It would seem,’ said the editorial, ‘that 
there is at present no majority in the Assembly, either for E.D.C., 
or for the Wehrmacht, or for the neutralization of Germany.’? 

This, then, is the situation from which M. Mendés-France has 
to start in his search for an alternative to E.D.C. Up to now, what 
has prevented a positive majority in the Assembly has been the 
conflict between three attitudes, which are not so much policies as 
beliefs, or mystiques, and which, as such, have been proof against 
all reasoned appeals for compromise. Now that one pretext for their 
disagreement—E.D.C.—no longer constitutes an issue, is there 
any chance of reconciling them? 

It must be said that the immediate repercussions of the ratifica- 
tion debate do not justify any very optimistic conclusions on this 
point. The Communists are, of course, permanently in opposition 
and so can be left out of account. Up to now, they have always 
voted solidly against any and every plan for rearming Germany. It 
is, perhaps, too soon to express fears of a continued deadlock be- 
tween the other two approaches, while the parties are still suffering 
from the shock of a negative vote after four years of argument, and 
while there is so much bitterness as a result of the prolonged 
wrangling over the problem of German rearmament and as a 
result of the use of a procedural device to obtain the rejection of 
E.D.C. Allowances must be made, too, for the French habit of 
beginning negotiations by expressions of extreme intransigence, 
which often seem to outsiders to rule out any possibility of success 


1 Combat, 31 August 1954. 
® Le Monde, 1 September 1954. 
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from the outset. It still remains that, for M. Mendés-France to 
find a formula acceptable to a majority of the Assembly, he will 
have to persuade a number of Deputies to eat their words, and to 
turn their backs on policies that they have defended for years 
against bitter attacks. And the two parties that hold the key to his 
success or failure, the M.R.P. and the Socialist parties, have 
serious problems of their own which make such a change of front 
peculiarly difficult at the present time. 

Even if M. Mendés-France brings about the miracle and obtains 
his majority for a positive plan for German rearmament, his 
troubles will be far from ended. He is faced, at the moment, not 
with one but with two internal dilemmas. If he fails to reconcile 
the two left-wing (or predominantly left-wing) groupings which 
may, for the moment, be summarized as forming respectively the 
‘eyes on Germany’ and the ‘eyes on Europe’ schools of thought, he 
must rely in the main on the support of the Right. The resigned or 
apathetic supporters of E.D.C. ‘on conditions’, together with those 
opponents of E.D.C. who would prefer to see Germany in N.A.T.O. 
even at the cost of recreating the Wehrmacht, could, no doubt, be 
persuaded to agree on the alternative which M. Mendés-France is 
believed himself to favour, namely the admission of Germany to 
N.A.T.O., together with some guarantees for the more ‘European- 
minded’, or for those who are more apprehensive regarding 
Germany, in the shape of some form of armaments pool. But the 
political complexion of such a majority would have disastrous 
consequences on M. Mendés-France’s policy in other fields. For 
one of its first actions would undoubtedly be to get rid of M. 
Mendés-France himself and, with him, of his North African and 
economic policies. The main aim of his experiment would then be 
defeated. By concentrating on one thing at a time, he has been 
endeavouring to escape from the deadlock which has existed 
throughout the life of the present Parliament, owing to the 
existence of different majorities in the fields of internal and 
external policy—a deadlock that has either caused Governments to 
fall as soon as they have tried to take decisive action in any field, 
or has permitted action only as a result of lengthy and byzantine 
bargaining. M. Mendés-France has sought to put an end to this 
paralysis by reaching speedy decisions on three of the most urgent 
problems (Indo-China, North Africa, and E.D.C.) in order to 
make a start on the long-term problem of economic reorganization 
and modernization which, in his view, constitutes the essential 
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condition both of France’s recovery of prestige and power in 
Europe and also of her ability to defeat Communism at home, 
which would in itself constitute a major contribution to the 
strength of Western Europe. 

If, in providing an alternative to E.D.C., M. Mendés-France’s 
Government has to give way to a right-wing Government, then, 
once again, there will be two or more irreconcilable majorities in 
the Assembly. For his North African and economic ‘new deals’ are 
supported by differently constituted majorities of the Assembly. It 
is easy to imagine, too, the use that the Communists could make of 
the return to governmental instability and immobilisme, and the 
trouble that they could create for right-wing Governments, both 
in the industrial field and in North Africa. 

The only alternative majority would have to include, along with 
the Gaullists, the majority of the M.R.P. and the Socialist parties, 
all of whom are in favour of M. Mendés-France’s experiment. But 
these are precisely the groups whose respective views on the prob- 
lem of German rearmament have been and would seem still to be 
irreconcilable. 

The fifty-nine Socialist Deputies, together with some Radicals, 
who constitute the ‘eyes on Germany’ school of thought are either 
totally opposed to German rearmament in any form, as are 
MM. Jules Moch and Daniel Mayer, or else opposed to a ‘Euro- 
pean’ solution involving Franco-German military integration in 
some ‘supra-national’ organization. For these latter, as a pamphlet 
published by anti-E.D.C. Socialists put it: ‘It is not true to say 
that a European army prevents the formation of a German army. 
It leads to it.’ How far some of them would have agreed to such a 
solution if Great Britain had been included has never been clear 
and is now, in any case, irrelevant. Their rejection of it has, of 
necessity, taken a negative form, owing to the British initial refusal 
to accept the supra-national principle. 

The supporters of this view are so haunted by the fear of 
Germany that they either overlook the Russian danger altogether 
or else minimize it to a point that all other parties (except the 
Communist Party) consider to be dangerously unrealistic. They 
believe, as does the German Social Democratic leader Herr 
Ollenhauer, that the division of Germany constitutes a permanent 
threat to peace which would be intensified by German rearma- 
ment. The way to ensure lasting peace in Europe is, therefore, 
they argue, to reach an agreement with the Soviet Union on the 
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conditions of German reunification and, if possible, of general 
disarmament. 

This is, of course, the familiar ‘neutralist’ line of argument. Its 
irreconcilability with the views of the ‘European’ school of thought 
derives essentially from the two assumptions, more often than not 
unstated, on which the pleas for agreement with Russia are based. 
The first is that such an agreement is reasonably to be expected, 
and that the West’s bargaining power is in no way reduced if 
negotiations are undertaken from a position of relative military 
weakness. The second is that it is still realistic to count on its being 
either physically or politically possible for the West to continue to 
impose disarmament on the Federal Republic. Little or no refer- 
ence is ever made to the mention in the Russian Note of 10 March 
1952 of the possibility of a conditional Russian agreement, not 
merely to German rearmament, but to the formation of a German 
national army—to which the French Communist Party has always, 
up to now, been vociferously opposed. 

The following quotations represent a fair sample of the argu- 
ments—or rather hopes—expressed by this school of thought. 
The rejection of E.D.C. has, if anything, strengthened their con- 
victions. 


On the strategic plane, the withdrawal of Soviet troops to the East, 
the evacuation of East Germany, Poland, Czechoslovakia, Austria, 
Rumania, and Hungary would provide adequate compensation for the 
few German divisions contemplated as an addition to the N.A.T.O. 
forces. . . 

Disarmament would provide stronger guarantees of security than 
German rearmament. . . 

German rearmament was originally envisaged at a time of great 
international tension. . . In 1954, conditions are no longer the same; the 
danger of war is less threatening and the military disequilibrium has 
already been reduced. . . 

(From a pamphlet published in April 1954 by anti-E.D.C. 


Socialist Members of Parliament.) 


Fourteen divisions, in an atomic age, do not constitute a military 
contribution to Western defence that begins to compensate for the long- 
term political dangers and the short-term dissensions that their forma- 
tion would entail. . . 

(M. Duverger in Le Monde, 9 September 1954). 


We want to achieve peace, not through the rearmament of certain 
countries, but by peaceful methods. . . We have grounds for the belief 
that there would be support for a study of the Franco-British disarma- 
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ment proposals, . . I prefer a four-Power guarantee to the compromise 
of a Europe consisting of six countries. 
(M. Herriot in the Assembly, 30 August 1954). 


Militarily, it is clear that the only solution is an agreement between 
East and West on a method of control. Such an agreement could be a 
possible starting-point for a more general agreement on internationally 
controlled disarmament. 


(L’ Express, 21 August 1954). 


. a universal, or even continental, equilibrium of forces is unattain- 
able. We ought, therefore, to undertake without delay, and to maintain 
with persistence, negotiations for disarmament. It follows that we ought 
also to refuse to rearm a disarmed nation or, at the least, put off such a 
step as long as there remains any hope of reaching an agreement on 
disarmament. 

(M. Jules Moch in Alerte! Le probléme crucial de la Com- 
munauté Européenne de Défense, Laffont, 1954, p. 275). 


The fear that if Germany is not rearmed for us, she may prefer 
to be rearmed against us on terms negotiated with Russia, though 
apparently not one of the many fears of Germany felt by the anti- 
E.D.C. Socialists and neutralists, is felt very strongly by the 
M.R.P. and some Conservatives, and has been openly expressed by 
M. Pinay, as a reason for supporting E.D.C. The ‘European’ 
approach is already well-known in this country. It differs from the 
neutralist approach essentially on three points. While not wishing 
to reject any opportunity of negotiation with Russia, the “Euro- 
peans’ believe that the effectiveness of negotiations would be 
directly related to the military strength of Western Europe and 
that, far from constituting a dangerous provocation to Russia, a 
rearmed Germany within the framework of a Western European 
defence organization would be a strong bargaining weapon on the 
side of the democracies. Secondly, they believe that Germany 
should be rearmed only within the framework of a supra-national 
community, which would guarantee Europe against a revival of the 
Wehrmacht. And thirdly, for them, supra-national organizations 
such as E.D.C. and the Coal and Stee! Community are the 
necessary first steps on the road to a united or federal Europe, 
which would be one of the best guarantees of lasting peace. 

Statements made by both the former supporters and the former 
opponents of E.D.C. do not, at first sight, seem to hold out much 
hope of compromise. The M.R.P. executive committee has issued 
a statement declaring that it will never consent to abandon the idea 
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of building Europe; the French committee of the European move- 
ment (which includes all the leading Parliamentary advocates of 
E.D.C.) has stated that it will never consent to the creation of a 
German national army. M. Guy Mollet, as the leader of the fifty 
Socialist Deputies who supported E.D.C., and of the majority 
view in the party outside Parliament, has stated in the Assembly 
that under no circumstances will the Socialists agree to the recon- 
stitution of a German national army, nor will they support either 
a ‘little N.A.T.O.’ of seven and an armaments pool. 

Both Socialists and M.R.P. have problems which render com- 
promise difficult for them. The disappearance of General de Gaulle 
from the political scene is confidently expected to lead to a return 
to the M.R.P. of many of the votes lost by them to the Gaullists in 
1947 and 1951. The party may, therefore, hesitate to abandon its 
Europeanism, at a moment when the Gaullists have stolen some of 
its thunder in the field of North African and economic policy. The 
E.D.C. issue has split the Socialist party in two. The party has 
already been weakened by the loss of half its parliamentary leaders 
in 1945; the majority section led by Guy Mollet may, therefore, 
prefer rebuilding party unity on a policy of outright rejection of 
German rearmament to perpetuating the division and also the 
bitterness which has resulted from the expulsion of MM. Jules 
Moch and Daniel Mayer, both leaders with magnificent Resistance 
records. 

If M. Mendés-France succeeds in resolving this serious internal 
dilemma, he may then be faced with difficulties scarcely less great 
in his relations with the other European Powers. It looks at the 
moment as if he is relying on British support for the third of the 
solutions favoured by the anti-E.D.C. groups in the Assembly, 
namely, East-West talks, a ‘little N.A.T.O.’, or German admission 
to N.A.T.O. East-West talks, which the Communists, as well as the 
neutralists and other anti-E.D.C. Socialists, want, would seem to 
be ruled out at this stage on account of British opposition, if not 
of M. Mendés-France’s anxiety to prove to his fellow Deputies 
and to the rest of Europe that he is not the neutralist that his 
political enemies have alleged him to be. But a plan for the ad- 
mission of Germany to N.A.T.O. with or without an armaments 
pool might still create difficulties for the members of ‘little Europe’. 

The ratification debate revealed, indeed, the extent to which 
France is, today, out of step with ail her allies. There are British 
politicians in all parties who share the French view that Britain is 
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not without responsibility for the present situation, and who hold 
that the French were justifiably irritated at being urged by Britain 
to join a supra-national organization that the British took very good 
care to keep out of themselves. 

There may be a good deal of truth in the first accusation. But 
as to the second, it should not be forgotten that British hostility 
to ‘supra-nationalism’ dates, not from May 1952 when the ‘Treaty 
was signed, but from 1950, when the idea was first put forward 
by France; that British plans for a more or less unsatisfactory form 
of ‘association’ followed on the French decision to retain the 
supra-national principle, and that British anxiety for a speedy 
ratification of the E.D.C. ‘Treaty was made manifest only when four 
of the other signatories had already ratified and when it became 
apparent that the French could agree on no alternative. Moreover, 
the protocols put forward by M. Mendés-France at Brussels, and 
to a lesser degree those accepted in 1952, represented requests by 
France to her co-signatories for the modification, or the post- 
ponement, of precisely those provisions in the Treaty which from 
the start had constituted the major obstacles to British participa- 
tion. In 1952 France was becoming concerned about the effect of 
the ‘Treaty on her relations with her overseas territories. Much 
earlier, Great Britain had put forward her Commonwealth 
obligations as an obstacle to participation in a European army. 
In 1953 France was concerned about the powers of the Commis- 
sariat and was endeavouring to restore—at least for eight years— 
the national veto which the supra-national machinery was designed 
to eliminate. She was concerned about the loss of her national 
system of military ranks, at the realization that the prevention of a 
German army would involve the disappearance of the French 
army, and about the effect on her heavy industries of a supra- 
national control of armaments production. 

Thus, though it cannot be denied that Great Britain stood aloof, 
it is also undeniable that French opinion has moved steadily 
away from the original conception and nearer to the British 
position. Inevitably, therefore, France has moved away from her 
co-signatories. These, having accepted the ‘Europeanism’ of 
French Governments whose foreign policy was largely that of the 
M.R.P., ratified the Treaty (in two cases at the price of constitu- 
tional revision) and were naturally unwilling at this stage to make 
changes which, in their view, amounted to a repudiation of its basic 
principles. 

B 
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The problem of Franco-German relations constitutes a third 
dilemma for France. It has long seemed that the problem of the 
Saar was one of the major obstacles, if not the major obstacle, to 
the ratification of the E.D.C. Treaty. At the beginning of this 
year the General Affairs Committee of the Council of Europe 
adopted the so-called Van Naters Plan, and this was accepted by 
both France and Germany as a basis for the negotiations which 
were begun in London in March. The fundamental obstacles to 
Franco-German agreement on the Saar have been German 
opposition to ‘Europeanization’ as long as no European Com- 
munity existed, and the refusal of France to agree to Franco- 
German integration in E.D.C.—which constituted the next step 
towards a European community—until the danger of German 
economic and military preponderance was mitigated by the 
political and economic separation of the Saar from Germany. The 
merit of the Van Naters Plan was that it suggested a way of break- 
ing this deadlock. It proposed a ‘transition phase’, during which 
Saarlanders would be asked to vote for or against a ‘European’ 
status, thus allowing time for European institutions to be strength- 
ened before a final decision was taken, which both sides would be 
expected not to challenge when it came to signing a German 
Peace Treaty. 

Now that E.D.C. is dead, the future of the whole ‘European’ 
structure has become more uncertain. Even before the decision of 
France not to ratify the E.D.C. Treaty, there were misgivings 
regarding the functioning of the only other ‘supra-national’ Euro- 
pean organ, the Coal and Steel Community, and doubts had been 
expressed as to the possibility of its survival as an isolated experi- 
ment. In any case, the willingness of Germany to agree to the 
Europeanization of the Saar depended on Dr Adenauer. The 
failure of E.D.C., while it has strengthened Germany’s position 
vis-a-vis France, has undoubtedly weakened Dr Adenauer’s 
position at home. His chief rivals, the German Social Democratic 
Party, have always taken a much more nationalistic line on the 
problem of the Saar. 

It is true that neutralist opinion (as represented in the pages of 
Le Monde) and much of the anti-E.D.C. Socialist opinion would 
deny that France’s international position is any weaker as a result 
of the rejection of E.D.C. M. Duverger, who is admittedly an 
extreme exponent of neutralist views, argues, for example, that 
France can (and, he implies, should) exercise her veto, both as a 
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member of N.A.T.O. and as a signatory of the Bonn Conventions, 
in order to prevent Germany from taking advantage of the situa- 
tion. The strength of France’s position is, in this view, not 
political, but geographical. Put bluntly, this means that since the 
West cannot defend Europe adequately without France, France 
can make her own terms. 

This is admittedly an extreme and unrepresentative opinion. 
But it is an influential and a highly vocal one, and in the situation 
in which M. Mendés-France finds himself at present, when every 
ten or twenty votes count, might perhaps be decisive. What the 
holders of these views seem to ignore is the possible effect of such 
an attitude on a union of peace-loving nations, which must draw 
strength from moral as well as military bonds. As expressed by 
M. Duverger, it amounts to advocating the kind of pressure on 
France’s allies that neutralists have been so ready to suspect the 
United States of exercising on France. Pressure based on economic 
power and pressure based on geographical power would seem 
from the moral point of view to be equally reprehensible. 

All this undoubtedly presents a picture gloomy in the extreme. 
But it represents only the immediate repercussions of the new 
situation. New factors, such as, for example, an unequivocal under- 
standing between France and Great Britain, could contribute a 
great deal towards the emergence of a spirit of realism and com- 
promise. In the past, French difficulties have certainly been in- 
creased by misunderstandings, both of Mr Churchill’s position 
regarding European federation, and of the general British dislike 
of hard and fast commitments in essentially fluid situations. ‘The 
opponents of E.D.C. claim that its rejection has cleared the air. 
The truth of this is not yet apparent. But it could become a fact, 
and form the starting point of a new and more firmly based 
approach, not merely to the problem of German rearmament, but 
to that of the future evolution of European institutions. 

D. M. P. 


‘ Le Monde, 8 and 9 September 1954. 








The German Approach to Convertibility 


WESTERN Germany, one of the first countries to introduce foreign 
exchange controls in the 1930s, now stands in the forefront of the 
countries which advocate the abandonment of restrictions on the 
use of foreign exchange, as well as a liberal foreign trade policy. 
Although the system of exchange control regulations is still in 
force in Germany, a great many trade and payments transactions 
have been liberalized and for others only formal approval is needed. 
Germany’s liberal external policy corresponds to the gradual 
freeing of the internal economy from most of the direct controls 
instituted before, during, and after the war. German Government 
representatives, officials, and bankers have repeatedly stated 
Germany’s intention to restore world-wide convertibility for the 
DM as soon as possible, and Dr Erhard, the German Minister of 
Economic Affairs, is known as a particularly ardent advocate of 
convertibility. He and many other German spokesmen have, how- 
ever, pointed out that Germany would move towards converti- 
bility only in conjunction with other countries, especially the 
United Kingdom and as many as possible of the continental 
O.E.E.C. countries. Such an attitude is obviously conditioned by 
Germany’s position as a ‘surplus’ country, running huge balance 
of payments surpluses with the E.P.U. area and the Bilateral 
Offset Account countries.1 Germany is, therefore, anxious that 
these countries should make their currencies convertible so that 
her surpluses with them can be converted into dollars. At the 
present time a substantial part of Germany’s surpluses with non- 
convertible countries takes the form of central bank credits ex- 
tended to them (via E.P.U. or the swings in the bilateral payments 
agreements). Any German move towards convertibility must take . 
heed that these credits be not unduly increased, as would almost 
inevitably occur if Germany alone adopted convertibility. 

Before attempting to suggest ways in which Germany might 
move towards convertibility it may be advisable to give a general 
background picture of the present state of Germany’s foreign 
exchange liberalization. 

1 There are seventeen countries outside the E.P.U. area, with which Germany 
has concluded bilateral payments agreements, namely, Argentina, Brazil, 


Chile, Colombia, Ecuador, Paraguay, Uruguay, Bulgaria, Finland, Yugoslavia, 
Poland, Czechoslovakia, Hungary, Egypt, Iran, Spain, and Japan. 


430 





THE GERMAN APPROACH TO CONVERTIBILITY 431 


THE PRESENT STATE OF FOREIGN EXCHANGE CONTROLS 
(a) Current transactions 

(i) Trade. Western Germany has liberalized about 91 per cent 
of imports from the E.P.U. area (‘liberalization’ in this sense 
means that any foreign trade agent can obtain an automatic import 
licence and the necessary foreign exchange allocation). The basis 
year for the calculation of the liberalization percentage is 1949, and 
Government imports are excluded. With very few exceptions all 
raw materials and almost all manufactured goods have been 
liberalized, whereas for agricultural commodities liberalization 
applies to only about 80 per cent and, if State trading? is also 
taken into account, the ‘effective’ liberalization of agricultural 
imports would affect only about 60 per cent. All the remaining 
restrictions are exclusively for protectionist or negotiating pur- 
poses. 

With regard to the Bilateral Offset Account countries, Germany 
has a ‘free import list’ which was again extended in January 1954.” 
Since Germany has credit balances with these countries, imports 
which formally are still subject to individual licences are in fact 
admitted freely. With regard to the dollar area (plus all countries 
with which Germany has not established a payments agreement) 
Germany introduced trade liberalization for the first time in 
February 1954. A free list containing 2,000 of the 6,000 items on 
the official Statistical Nomenclature was published. ‘The main 
products on the free list include cotton, tobacco, non-ferrous 
metals, chemicals, wood, and a wide range of semi-manufactured 
and finished goods which represent, according to official German 
estimates, some 30 per cent of the value of all goods imported from 
that area in 1953. 

(ii) Invisibles. According to an official German estimate, pay- 
ments for the import of services from all areas have been freed 
to the extent of 80 per cent. The most important exceptions at the 
moment are expenditure for film rentals and insurance premiums. 
With regard to the O.E.E.C. area, Germany complies fully with the 
liberalization code. Travel allowances for tourists to E.P.U. coun- 
tries are granted very liberally and the contractual allocation far 


' State trading and imports operated by Central Import Agencies cover the 
following products: bread grains, coarse grains, rice, sugar, butter, fish oils and 
whale oils, fresh and canned meat, and bacon. 

* A recent trade agreement (June 1954) concluded with Yugoslavia provides 
for a practical liberalization of German imports to the same extent as for the 
| P.t area. 
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exceeds the amount most tourists would normally spend. German 
bank notes can be imported in unlimited quantities and exported 
up to the amount of DM300. Any German resident is entitled to 
make payments abroad for any non-commercial purpose to all 
countries outside the dollar area up to the amount of DM2o0 per 
quarter. 

Germany has also resumed the free transfer of earnings from 
investments, whether they have been made out of original foreign 
exchange transfers or out of blocked mark balances. In practice 
there are no longer any restrictions in the way of transferring cur- 
rent capital proceeds. 

(b) Capital transactions 

(i) Investments by German residents. All capital exports by Ger- 
man residents are subject to control. Generally speaking, foreign 
investment in the form of securities is not permitted. Permission 
for the establishment of a German enterprise abroad is granted 
either by the Economic Ministry of the Land or by the Federal 
Minister of Economics, and export promotion is no longer the 
only criterion for such authorizations; it is sufficient that a German 
investment abroad should contribute towards strengthening the 
economic relations of Germany with other countries. 

The transfer of capital abroad for private purposes (purchase of 
real estate, etc) remains restricted: each application is considered 
on its own merits, and it may be assumed that transfers to E.P.U. 
and Bilateral Account countries are authorized more liberally than 
to dollar area countries. 

(ii) Blocked marks. As from 31 March 1954 blocked mark bal- 
ances which existed at that time may be transferred at the official 
rate from Germany to all countries with which Germany has con- 
tracted payments arrangements, i.e., all E.P.U. and Bilateral Off- 
set Account countries. Creditors with residence in the dollar area 
may liquidate their blocked mark balances by accepting a transfer 
in an E.P.U. currency or a currency of a Bilateral Account country. 
The blocked mark balances held in the name of non-residents by 
German banks include funds which became blocked both before 
and after the war. In the past few years they have increased, mainly 
as a result of the accrued earnings of foreign investment and partly 
through the liquidation of blocked investments by non-residents 
who wished to transfer these funds eventually by way of the 
blocked mark trade. Blocked mark balances have also arisen 
through capital appreciation of securities (the liquidation of the 
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security holdings resulting in a larger balance than was necessary 
for making the investment) and through conversion of foreign 
credits originally granted in foreign currencies into blocked mark 
balances after agreement with the respective debtors (e.g. the con- 
version into blocked marks of the standstill credits). The total 
amount of blocked mark balances at the end of March 1954 was 
about DM778 million ($185 million). Following the release, a 
total of about DM131°5 million was withdrawn during the months 
of April and May 1954. The continuing discrimination against 
residents of the dollar area seems to have been due to the wish of 
the German authorities that these creditors should accept the with- 
drawal of their blocked mark balances against an E.P.U. currency 
so that Germany’s E.P.U. credit position might be reduced. The 
amount in question is less than $50 million, and if direct transfer 
to the dollar area were permitted this would not threaten the 
German dollar position, especially as not the whole amount is 
likely to be transferred. 

Since 16 September, 1954 new blocked mark balances which 
have arisen after 31 March 1954 can also be transferred to all 
E.P.U. and payments agreement countries. ‘The new regulations, 
announced by the Bank deutscher Lander that day, practically 
mean the end of the ‘blocked mark era’. Under its terms all DM 
claims of non-residents, which formerly had to be credited to 
blocked accounts, can now be deposited either on the newly 
created ‘liberalized capital accounts’, from which they can be 
withdrawn for investment in Germany, or on the ‘partly con- 
vertible DM-accounts’ from which they can be withdrawn for 
transfer abroad. 

Apart from the blocked DM balances described above, there 
exist in Germany assets held by foreigners amounting to about 
$13,000 million. These include investments of all kinds, such as 
participations in German enterprises, portfolio investments in 
German shares and bonds, mortgage loans, and other loans liable 
in marks, real estate, etc. These investments represent at present 
about 9,700 million DM, of which more than two-thirds belong to 
residents of the E.P.U. area. Theoretically, these assets can be 
converted into blocked mark balances, but in that case such 
balances could not be transferred—under the existing regulations. 
After the liberalization of these transfers it is also unlikely that a 
substantial part of these foreign-held investments will be with- 
drawn. As an example, one might quote the case of General 
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Motors’ Opel factory or the Standard Oii Esso group, which will 
certainly not be liquidated by their present legal proprietors. 

About DM3,500 million in blocked funds have taken the form of 
restitution obligations to individuals—Jewish and other victims of 
the Nazi regime. Eventually an amount of perhaps as much as 
DM7,000 million is to become due to these individuals. As most 
of the beneficiaries are domiciled abroad and their property is 
frequently of a non-commercial character, transfers abroad will 
probably be made on a much wider scale than transfers of foreign 
investment, after the controls on these transfers have been re- 
moved. As the restitution claims will become due in instalments 
spread over a long period, the repercussion on the German balance 
of payments will be only gradual. 

(111) New foreign investment in Germany. Foreign investment in 
Germany is permitted both in the form of purchase of German 
securities and through the establishment of a production branch. 
A formal authorization by the competent Economic Minister of 
the Land where the investment is to be made is required. Examina- 
tion of the request for direct foreign investment takes account of 
the economic repercussions on Germany, but it is generally not 
considered as restrictive. Earnings and proceeds from new foreign 
investment can be transferred. 


THE INSTITUTION OF CONVERTIBLE MARK ACCOUNTS 

The Federal Minister of Economics and the Bank deutscher 
Lander have issued decrees permitting, with effect from 1 April 
1954, ‘freely convertible DM-accounts’ and ‘partly convertible 
DM-accounts’ by the German Foreign Trade Banks in the name 
of non-residents (banks, firms, and private persons). All payments 
relating to the transfer of goods, services, and capital transactions 
can be made through these accounts. Funds in the ‘freely con- 
vertible DM-accounts’, which are available for residents of the 
dollar area, can be used without any restriction for payments in 
Western Germany, Western Berlin, and abroad. The Bank 
deutscher Lander guarantees to exchange these free DM-accounts 
at any moment into dollars, on the basis of the foreign exchange 
rates quoted on the Frankfurt exchange. Funds in the ‘partly con- 
vertible DM-accounts’, which can be opened by residents of soft 
currency countries, can be used for payments which are in accord- 
ance with the payments agreements with these soft currency 
countries ; these DM-accounts cannot be converted into free dollars. 
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Under this system, which was instituted a few days after a 
parallel step had been taken by the United Kingdom Government, 
Brazilians, for example, can use their DM-accounts for payments 
to be made in Germany or in the E.P.U. area, and Swiss or Dutch 
residents can use their DM-accounts for payments in the Argentine 
and Finland. ‘The German exchange control regulations make this 
freedom of transfer possible, but the extent to which non-residents 
make use of these possibilities depends ultimately on the exchange 
control regulations of their own countries. So far, the practical 
significance of the convertible or partly-convertible DM-accounts 
has been rather limited. 


POSSIBLE FURTHER GERMAN STEPS TOWARDS CONVERTIBILITY 


What further steps Germany will take in order to reach full 
convertibility depends not only on the internal position of her 
economy and her balance of payments developments but also on 
the measures taken by other European and extra-European coun- 
tries. 

The meaning of ‘convertibility’ is manifold and in its full signi- 
ficance expresses the power of any resident or non-resident to ex- 
change the national currency he holds or will hold at any moment 
into any other currency for any purpose—and without interference 
from the authorities of his country. This form of convertibility 
would obviously make exchange control unnecessary. 

At present it is not to be assumed that Germany is going to 
institute this kind of full convertibility, as it exists, for instance, 
in the United States. The German exchange control will therefore 
remain in force, and convertibility will be reached by (a) the 
removal of existing restrictions on current trade and payments 
transactions, especially those with regard to the dollar area; (b) the 
institution of non-resident convertibility, both at the central bank 
level and at the private level; (c) the gradual extension of free 
capital movements. Steps in these directions need not necessarily 
be taken at the same time or in the order here suggested. German 
spokesmen have, however, repeatedly pointed out that converti- 
bility should imply freedom for both residents and non-residents 
to utilize DM for current payment. ‘The German policy is there- 
fore to institute what is commonly called internal convertibility, as 
well as external convertibility. 

(a) Removal of restrictions on current transactions 
[he German concept of convertibility includes the removal of 
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restrictions on commercial transactions for residents. As has been 
pointed out earlier, the remaining restrictions on current trans- 
actions apply mainly to the dollar area, while restrictions against 
other countries are extremely small. 

Germany maintains discrimination on payments against the 
dollar area, first in order to prevent her dollar balance of payments 
from turning into disequilibrium, and secondly in order to avoid 
a further rise in her grants of credits to other non-convertible 
countries. In 1953 Germany had a favourable balance of payments 
with the dollar area largely owing to extraordinary receipts in the 
form of military expenditure by the United States authorities and 
also because of lower payments on the foreign debt than can be 
expected for the next few years. Furthermore, the demand for 
imports of dollar commodities was held back by licensing of im- 
ports and a significant amount (almost a quarter) of dollar com- 
modities were bought indirectly through payments agreement 
countries. The liberalization of certain dollar imports last February 
has given rise to an increase in import licence requests (which are 
granted automatically) and German imports may therefore be 
assumed to rise correspondingly. The figure of $100 million has 
been suggested as the approximate annual increase in German 
imports from the United States resulting from the partial liberaliza- 
tion. It would however seem that Germany could, in present cir- 
cumstances, well afford a further reduction of discrimination if 
the currencies of other countries, especially those with which 
Germany has substantial surpluses, became convertible. 

Under the present system of payments agreements Germany 
buys, for instance, certain kinds of commodities from Bilateral 
Account countries which could be bought much more cheaply 
from the dollar area (for example, oils and fats, where the difference 
in price is something like 25 per cent). As the swing margins pro- 
vided for in the payments agreements with these countries have 
mostly been reached or exceeded, a switching of imports from the 
Offset Bilateral Account countries to the dollar area would mean 
that Germany could not maintain her exports to the Bilateral 
Account countries at the previous rate, as these countries would 
lose part of their means of financing imports. The abolition of 
discrimination would therefore lead to a diminution of the total 
volume of trade with these countries. 

In the E.P.U. area, where no fixed credit swings are provided, 
the situation is slightly different. First, Germany already received 
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50 per cent of her surplus in gold or U.S. dollars. Secondly, pro- 
ceeds of exports to one E.P.U. area country can be used for im- 
ports from any other E.P.U. country, and the whole E.P.U. area 
furnishes as much as two-thirds of German imports. Still, Ger- 
many is interested in not accumulating too large surpluses with 
the E.P.U. and would prefer to see a hardening in its terms of 
payment. If the soft-currency countries with which Germany has 
balance of payments surpluses were to adopt convertibility, Ger- 
many could then utilize her surpluses for payments to dollar area 
countries and would have no reason whatsoever to continue dis- 
crimination. On the other hand, it cannot be expected that Ger- 
many will force these countries into convertibility by renouncing 
the bilateral payments agreements. Germany has a very realistic 
approach towards convertibility and would certainly avoid any 
measure of financial policy which might compromise her com- 
mercial expansion. 

(b) Non-resident convertibility 

In contrast to the British position, Germany’s immediate in- 
terest in this kind of convertibility is not very great. While the 
United Kingdom has a considerable interest in strengthening the 
acceptability of sterling as a world currency by broadening its use, 
Germany is unlikely to have such ambitions for the DM. 

It is necessary to distinguish between non-resident converti- 
bility at the central bank level and at the private level. If Germany 
institutes non-resident convertibility at the central bank level, 
only those countries which have a surplus in relation to Germany 
would be able to convert their DM into dollars. ‘These countries 
are very few. The main one is the sterling area, which in 1953 had 
a trade surplus of about $140 million with Germany. The only 
Bilateral Account country which had a credit with Germany at 
the end of May 1954 was Colombia. 

Germany has naturally a particular interest in seeing that other 
countries institute non-resident convertibility, so that she can 
transform her surpluses with them into dollars. A further reason is 
that the greater the movement of countries which institute con- 
vertibility, the less will those E.P.U. countries which cannot follow 
this movement be able to discriminate against the new hard- 
currency bloc. 

\s far as non-resident convertibility at the private level is con- 
cerned, Germany has already taken some measures which have 
been described above. A fusion of the freely-convertible and partly- 
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convertible DM-accounts would certainly be made the moment 
Germany introduces convertibility. The practical importance of 
these accounts naturally depends on the degree of liberty accorded 
to the foreign holders by their respective national authorities. 
(c) Capital transactions 

It seems likely that Germany will within the not too distant future 
remove the remaining restrictions on the transfer of foreign held 
mark balances to dollar-account countries. Germany has already 
extended the transfer right to all assets which were formerly 
blocked (namely property, participations, etc), to all payments 
agreement countries. In all likelihood this will not bring about a 
large withdrawal of funds from the country. Whether and when 
Germany will remove other restrictions on capital exports and 
imports will depend on the one hand on general political develop- 
ments and, on the other hand, on the development of Germany’s 
internal capital market. Adjoining the Iron Curtain, Germany is 
naturally in a situation where an aggravation of the political crisis 
would lead to large-scale capital flight if transfers were permitted. 
The German authorities must, therefore, have in mind this pos- 
sibility and not abandon all controls which might again be needed. 
In their view, it is wiser to maintain controls and apply them with 
laxity than to relinquish them and, in the case of an emergency, 
be obliged to reintroduce them hurriedly. There are at present two 
tendencies which influence the German foreign capital situation. 
On the one hand, the removal of restrictions on capital move- 
ments would lead rather to an inflow of foreign funds than to 
an outflow, as the level of interest rates and the profit expectations 
in Germany are very high. This is perhaps a rather short-term 
phenomenon, and if the gradual fall of interest rates which has been 
going on for some time (though very slowly) continues, the capital 
inflows will be small. For this reason, as well as because of 
Germany’s trade surplus, which can be expected to continue, 
Germany is likely in the long run to become a capital export 
country. In that case, there are good reasons for removing controls 
on capital transactions. 


CONCLUSIONS 
Because of her favourable external position and her internal 
financial stability, the maintenance of which is, as Dr Erhard has 
said, a primary objective of the Government, Germany seems well 
prepared to take further steps towards world-wide convertibility 
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of the DM. German gold and foreign exchange reserves at the 
end of June 1954 amounted to $2,300 million, which corresponds 
to more than six months of total imports. About $1,500 million, 
or almost two-thirds of these reserves, were in gold and dollars, 
the rest consisted of various E.P.U. currencies and credits to 
E.P.U. and Bilateral Account countries. The ratio of foreign ex- 
change reserves to total imports in Germany is higher than at al- 
most any time in the inter-war period and provides a powerful 
cushion against eventual short-run fluctuations in the balance of 
payments. In 1953 the German overall balance of payments surplus 
reached almost $1,000 million and surpluses were reached with 
all areas, including the dollar area. The rate of the DM has con- 
sistently been strong and German Government officials have ex- 
pressed their preference for a fixed rate, even if other currencies 
were to become flexible. 

There is little doubt that Germany could well afford substan- 
tially to increase her degree of liberalization with regard to the 
dollar area (internal convertibility), and also to institute full non- 
resident convertibility, without impairing her reserves. But a 
unilateral action undertaken by Germany might not be a wise 
move from the commercial point of view, as there is the risk of 
other countries’ discrimination and a consequent shrinkage in 
Germany’s exports. Germany, therefore, cannot be expected to 
restore convertibility before the other major countries, especially 
the United Kingdom, have done so. As a prominent German 
banker has put it: ““_DM convertibility?—Yes! But five minutes 
after Sterling convertibility!’ 


E. P. 


A Revival of Religious Feeling in the 
U.S.S.R. 


[HERE have for some time been signs of a resurgence of atheistic 
proselytism in the U.S.S.R. Newspapers and periodicals of the 
Communist Party and the Communist Youth organizations em- 
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phasize the need to pay ‘greater attention to questions of anti- 
religious propaganda’. An important article appeared under this 
very title in the March 1954 issue of Kommunist, the organ in which 
the Party’s theories are expounded. In it the author, R. Pavelkin, 
deplores the ‘decline of interest in anti-religious propaganda’ of 
recent years. Too little anti-religious literature is published, he 
says, despite the wide public that it would find in Soviet Russia.! 

The arguments given in Kommunist were subsequently taken up 
and developed by most of the Moscow and provincial newspapers. ? 
A campaign appears, in fact, to have been set in motion from above, 
of which other manifestations are to be seen in the recent reopening 
in Leningrad of the famous ‘Museum of the History of Religions 
and Atheism’ and in the strong resolutions passed at the Congress 
of the All-Union Society for the Diffusion of Scientific and Politi- 
cal Knowledge. This Society is now the main Soviet organization 
specializing in propaganda against the religious spirit; founded in 
1947, it is the direct successor of the earlier Bezbozhnik (or ‘God- 
less’) Association which originated in 1925. 

Why, it may be asked, should this recrudescence of militant 
atheism appear at a moment when, on other planes, the Soviet 
authorities are striving to obtain the co-operation of the churches 
in their peace campaign?® This revival of an anti-religious spirit 
marks the end of the period of relative détente which had charac- 
terized relations between the Communist Party and the churches 
ever since Hitler’s invasion of Russia on 22 June 1941. From that 

1In the same article Pavelkin comments favourably on a work recently 
brought out by the State Publishing House: Religious Prejudices and their Harm- 
ful Character, by A. Uibo. In this book Uibo denounced ‘social Christianity’ 
as a ‘reactionary movement’ tending to ‘prevent the development of a revolu- 


tionary consciousness among the working masses, and to disorganize the working 
class movement from without’. 

For the history of anti-religious propaganda in the U.S.S.R., see the detailed 
study by S. Tyskiewicz, Professor at the Eastern Pontifical Institute in Rome, 
entitled ‘La littérature anti-réligieuse en U.R.S.S.’, Supplement No. 105 of 
B.E.I.P.1, (Bulletin de l Association d’Etudes et d’Informations Politiques Inter- 
nationales) Paris, 1-15 March 1954. 

2 Cf. in particular Komsomolskaya Pravda, 18 December 1953; Literaturnaya 
Gazeta, 4 February 1954; Semia i Skhola, January 1954; Molodot Kommumst, 
1953, No. 8, and 1954, No. 1; Pravda Vostoka, Tashkent, 1953, No. 5-6; 
Zaria Vostoka, Tiflis, 15 October 1953; Kommunist Tadjikistana, Stalinabad, 
17 December 1953; Turkmenskaya Iskra, 4 June 1953; and, more recently, 
Pravda, 24 July 1954. 

8’ This campaign was inaugurated in May 1952 at a ‘Conference of all the 
churches and religious communities of the U.S.S.R. for the defence of peace’, 
which met in Moscow under the chairmanship of the Patriarch Alexei. Stalin 
sent a warm message to the Conference, which placed itself under the auspices 
of the World Peace Council, an organization which enjoys the Kremlin’s 
approval. 
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day Stalin appeared to subordinate all other doctrinal considera- 
tions to the over-riding aim of national unity against the invader. 
Anti-religious activities were relegated to the background. All the 
purely anti-religious periodicals, such as Besboshnik and Atheist, 
were suppressed within twenty-four hours. Instead, the Orthodox 
Church was accorded a new prominence. Indeed on the very day 
of the German attack the Metropolitan Serge, who at that time 
was acting as Patriarch (he was finally elected to that office in 1943 
by the reconstituted Synod), issued a message to the clergy and the 
nation calling on them to unite in the country’s defence. On 24 
December 1941 Archbishop Andrei declared to an Associated Press 
correspondent that the Soviet Government had never restricted 
religious freedom, and had shown itself strictly tolerant towards 
all religions. 

Clearly, in the warmth of this rapprochement at a time of public 
crisis, there was a general desire to cast a veil over the past—over 
the 117 bishops arrested and deported since 1917, the closed 
churches, and the persecution of believers. Moreover, at any rate 
in theory, religious liberty still existed. ‘Tolerance is inscribed in 
the Constitution of 1936 which is still in force and in which Article 
124 proclaims that ‘Freedom of religious worship and freedom of 
anti-religious propaganda is recognized for all citizens.’ It is worth 
noticing, however, that the Constitution of 1923, drawn up when 
the anti-religious campaign was at its height, was slightly more 
generous towards believers, for it admitted not only freedom of 
worship but also freedom for religious propaganda; whereas the 
present Constitution does not explicitly recognize the right of 
believers to make propaganda for their faith. 

But be that as it may, the Orthodox Church, and to a lesser 
degree the other religious communities, all duly registered and con- 
trolled in conformity with the dispositions of the Soviet Govern- 
ment’s decree of 1929 on religious associations, rendered the 
Soviet regime considerable services during the years of the ‘patriotic 
war’. They made a serious contribution towards maintaining and 
consolidating the regime, and since then the Orthodox Church 
under the Patriarch Serge, and more recently under his successor 
Alexei, has become a valued auxiliary of Communist propaganda. 
Nevertheless, this did not prevent the Soviet leaders from embark- 
ing from 1947 onwards on a revival of anti-religious propaganda 
within the framework of the general policy of stiffening-up their 
attitude towards the West. The new anti-religious propaganda 
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changed its direction: charges against the clergy were now rare, 
and instead the main attack was directed against fundamental 
religious principles (the existence of God, of Christ, and of the 
soul, the creation of the world, and so on), while particular pains 
were taken to demonstrate to the many Catholics in the countries 
brought into the Soviet Union (the Baltic countries, Eastern 
Poland, the Bukovina), the ‘indissoluble character of the links 
existing between the Vatican and capitalist imperialism’. To this 
end the Society for the Diffusion of Scientific and Political Know- 
ledge, already mentioned above, was endowed with very consider- 
able means for propaganda. This Society, which includes among 
its active members the majority of Soviet scholars, writers, artists, 
and doctors, in fact the whole of the country’s intellectual élite, 
between the time of its foundation and the end of 1953 organized 
some 4 milion lectures and meetings, besides publishing thousands 
of books and pamphlets aimed at combating the religious spirit 
in all its aspects. 

Yet it would seem that the ‘cold war’ against the religious spirit, 
despite its relentless character and the colossal means employed, 
has not produced the results anticipated. The ‘francs-tireurs’ of 
religion have been able to retain certain advantages: they have 
adapted themselves to conditions of life under the regime, they 
have a profound knowledge of the battle-ground—the mind and 
soul of the people—and they have widespread contacts among 
them. Thus they have been able to put up a successful resistance 
against the wearing-down tactics employed against them. That, at 
least, is the impression gained from a perusal of the Soviet press 
itself, which justifies the new offensive by the need to combat the 
revival of the religious spirit which has been noticeable in many 
quarters. It is not, in fact, from outside observers that the mention 
of a religious revival comes: the Soviet press itself speaks of it. For 
example, the Communist Youth review, in its issue of January 
1954, speaks of a ‘certain recrudescence of religious ideology 
among the backward sectors of the population’. Surprisingly 
enough, this revival appears to be most noticeable among young 
people, both in the countryside and in the towns, and this no doubt 
explains the alarm felt by the authorities. ‘Many young people are 
always to be found among the believers who frequent the churches 
and take part in ritual observances,’ says Molodoi Kommunist. At 
the Komsomol Congress which met in Moscow last March A. N. 
Shelepin, the organization’s chief secretary, commenting in the 
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same strain, expressed disapproval of its officials who were ‘trying 
to belittle the influence of the church on young people and child- 
ren’. More serious still, the church’s influence is discernible not 
only among ‘unorganized’ young people and children but also 
among young Communists, themselves active members of the 
Komsomol. In this connexion Komsomolskaya Pravda quotes the 
‘terrifying case of Tatiana Rastorguieva, a Komsomol member 
working on the Andreyev kolkhoz, who wished to have her child 
baptized in church and asked another young Communist to be its 
godmother. 

It must be emphasized that these attacks in Soviet papers are 
directed not so much against the Orthodox Church—which is to 
some extent regimented and State-controlled, or at any rate suffi- 
ciently closely under surveillance to represent no danger for the 
Party—as against the minor sects, which by their very nature can 
more easily evade control. 

Attention was recently drawn to the active propaganda of the 
‘Baptists and Adventists who preach a fundamental renunciation 
of worldly goods’, in an article in Molodot Kommunist (1953, No. 8) 
by S. Khudiakov, one of the main specialists in religious affairs. 
According to him, these sects have shown much greater skill in 
adapting themselves to the conditions of Soviet life than has the 
Orthodox Church. Their itinerant preachers ‘strive to reconcile 
Communism with Christianity’ by showing that ‘Communism is 
only the logical outcome of Christianity, and the Communist 
Party and the Soviet regime are putting Christian ideals into prac- 
tice’. If we are to believe Khudiakov, the evangelical Baptists go so 
far as to affirm in their tracts that ‘the Christ of the legends is the 
spiritual father and precursor of the Communist Party’. ‘Was not 
Christ himself the son of a small carpenter and a working-class 
mother, descended from a proletarian family?’ According to 
Khudiakov, this is ‘pure nonsense’, since ‘science has proved long 
ago that Christ never existed’. “The attempt to reconcile Com- 
munist ideology with Christianity is just a fraud,’ he declares. 
‘Communism and Christian dogmas are as incompatible as fire and 
water. Scientific Communism rests on Marxism-Leninism, which 
incorporates everything in science and human experience that 
represents progress. Christianity, on the other hand, is based on 
nothing but prejudice and the fables and myths of the Bible and 
the Gospels.’ 

What the Communist authorities appear to find most disturbing 
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about the sects is their very absence of cumbersome organization, 
their astonishing mobility, and their ‘anarchical’, almost haphazard 
way of bringing the good word to the masses. In vain did the 
Soviet Government ask, for example, the Baptists, who constitute 
the most important Protestant community in the Soviet Union, to 
adopt a form of organization as rigid and centralized as that of the 
Orthodox Church. Under the official statutes granted to the Bap- 
tists, their followers are forbidden to preach without written 
authorization from the starosta (warden) of the church in the 
district. But in practice the members of the sects simply bypass 
this ukase. ‘The sectarian preachers try to make all the members of 
their flock ‘convinced believers’, that is to say, ‘zealous propagators 
of the word of God’. Thus each one of the faithful can become a 
priest of God—‘a priest with a short skirt, without distinctive 
outward signs, but a priest by conviction and by faith’. ‘By their 
rejection of rites the sects conceal the reactionary nature of their 
doctrine. ‘Thus, in order to emphasize the democratic spirit which 
animates them, their priests appear at a religious service in lay 
dress. The service is given the character of a lay meeting where 
everyone has the right to speak.’ 

The attraction of these egalitarian ideas and practices, in a 
society as strongly hierarchical as that of the U.S.S.R., can easily 
be understood. Moreover, the words of the Gospel must have an 
overwhelming effect on those who hear them for the first time, and 
on people accustomed to the heavy and involved verbiage of 
Stalinism. Therein lies the secret weapon of the sects, the explana- 
tion of their success—the rediscovery of the Gospel. It seems, too, 
that the preachers use other means as well to appease the thirst for 
faith and hope of the simple Soviet citizens. They organize com- 
munal prayer-meetings where the old religious hymns, half for- 
gotten, are learnt anew. Some preachers are even so daring as to 
organize choirs and string orchestras, thus trespassing on the 
domain of the lay authorities. 

A correspondent of the Literaturnaya Gazeta recently described, 
not without some indignation, the ‘emotional and fervent’ atmos- 
phere of a Baptist meeting at which he was present. The meeting 
was held in a hut in a poor village situated in the region of Smo- 
lensk. The correspondent was amazed to recognize among the 
believers, most of whom were peasants and their wives, a young 
architect of Smolensk who preached with a quite especial fervour. 
The kneeling congregation listened spell-bound to his ‘revelations’ 
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of the sweetness of ‘eternal bliss’. The inquiry subsequently car- 
ried out by the correspondent of the Literaturnaya Gazeta on the 
subject of this young intellectual ‘preacher’ led to some sensational 
discoveries. ‘The architect in question, twenty-six years of age, was 
known in Smolensk as ‘a very active young specialist, sociable by 
nature and with a sound political education’. He habitually fre- 
quented the Party seminar and himself gave ‘irreproachable’ poli- 
tical talks. None of his acquaintances at Smolensk suspected his 
‘double life’, his secret life as an evangelical preacher. Is this an 
isolated case of ‘double-think’? It seems unlikely, for Soviet news- 
papers do not customarily discuss isolated cases—they always 
mention the typical ones. 

Religious feeling manifests itself in the most diverse ways. In the 
region of Kazan some young girls, members of the Komsomol, 
recently alarmed the authorities by announcing that they had wit- 
nessed the apparition of an ikon. The life of several villages in the 
same region has been disturbed by the apparition of a ‘white lady’ 
whom first the old and then the young declare they saw by night. 
In Georgia the faithful go in thousands on pilgrimage to St 
Anthony’s ‘Tower where a woman claims to have experienced 
divine visions. In the Gorki region pilgrims flock to the ‘miracu- 
lous’ Lake Svetloyar, and tales are now being told again of wonder- 
ful legendary springs that heal all ills. 

The recrudescence of the religious spirit which expresses itself 
in all these manifestations poses some difficult problems for official 
propaganda. It seems to be in complete contradiction with the 
Marxist-Leninist doctrine on the subject of religion. The spokes- 
men of the régime are at pains to demonstrate that this contradic- 
tion is only apparent. Their arguments run as follows. It is true 
that, according to Marxism-Leninism, the transformation of the 
methods of production inevitably entails the modification of the 
entire social structure, social ideas, and political opinions, the 
transformation, in short, of the whole ideological superstructure. 
But this does not mean that a modification of the material condi- 
tions of existence must automatically bring with it the disappear- 
ance of religion and of the other vestiges of capitalism. In fact, the 
social conscience of citizens lags behind the development of 
material conditions. ‘Objectively speaking’, Soviet citizens are 
happy beings: they are emancipated, masters of their destiny, and 
well on the way towards prosperity. They therefore have no need 
of the supra-terrestrial illusions which religion affords. But ‘sub- 
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jectively’, these citizens are still open to the influences of the past.? 
This is the more easily to be accounted for since, according to the 
Party theorists, capitalist encirclement still exists. ‘In their 
struggle against the Soviet Union and the popular democracies the 
imperialists make use of every manifestation of reaction and 
obscurantism, and in particular of religion.’ 

Moving on from these premisses the Party theorists proclaim 
the need to organize scientifically and methodically the struggle 
against religion. They urge propaganda officials not to let them- 
selves be misled by the improvement which has taken place in 
relations between the State and the Orthodox Church. This im- 
provement ‘changes nothing in the fundamental attitude of the 
Party towards religion’. That attitude is established quite inde- 
pendently of the evolution of relations between State and Church. 
‘Religion is and remains a reactionary ideology and an implacable 
struggle must be waged against its prejudices.’ That does not mean, 
they hasten to add, that atheistic propaganda should be directed 
against all men who are ‘enchained’ by religious ideology. The 
struggle must be waged against ideas, not men; and it must be 
carried on by means of persuasion rather than constraint, while at 
the same time avoiding wounding the religious sensibility of 
believers. 

Against this background, the Soviet authorities propose at once 
to increase the number of lectures and discussions dealing with the 
subject of religion. The State Publishing House has been ordered 
to issue a greater number of books and pamphlets calculated to 
demonstrate ‘the absurd character of religious beliefs and prac- 
tices’. All the mass organizations—trade unions, youth organiza- 
tions, cultural societies, and so on—are also asked to co-operate in 
this work. Moreover, the authorities appear to realize that the 
teaching of historical materialism would not in itself suffice to 
‘liquidate’ a sentiment which derives its strength from the regions 
of the soul, to which the popularized conceptions of Marxism 
cannot penetrate. “The Komsomol cannot remain indifferent to 
the fact that so many young people are to be found among the 
ranks of practising believers. This proves the inadequacy of our 
work of education, and it also proves our inability to attract young 
people and interest them in our cultural work. May it not be that 
the young often go to church merely because they are bored at our 


1 This theory can be compared with the Molinist doctrine on grace, which is 
sufficient, but which it is the task of man (in this particular instance, of the 
Party) to render operative. 
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clubs, because nothing is done to organize their leisure, because 
the Komsomol leaders are too supine?’ 

The Soviet authorities seem, in fact, to have decided that an 
improved and more all-embracing system of organization for 
people’s leisure hours is the best way to eradicate the revival of the 
religious spirit in the country. Measures have already been taken 
to rouse from their torpor those in charge of leisure, to reform club 
activities, enlarge libraries, and organize reading-rooms, dramatic 
performances, and cinema shows. There is to be increased control 
of the church and supervision of the sects. Thus the great duel, 
begun nearly thirty-seven years ago, goes on, with results as yet 
impossible to foresee. F. F. 


~The Indian and the Land in Latin 
America 
A Remedy in Agrarian Reform 


ONE of the greatest Latin American thinkers of the nineteenth 
century, Juan Montalvo, once wrote: ‘If my pen possessed the gift 
to move men, I would write a book on the American Indian and I 
would make the whole world weep.’ 

Prior to the Mexican Revolution of 1910 the native Indians 
were in fact regarded with the utmost contempt in the Latin 
American Republics. There was, moreover, a total ignorance 
about them. A Guatemalan who in his personal relations with 
Indians had shown complete indifference to them was quite un- 
conscious of uttering a paradox when he proclaimed proudly in 
speaking of his ancestors: ‘I am a Maya! I am not a mestizo!’ 

The Indian occupied the lowest place in Indo-Hispanic society. 
Without a past, without hope for the future, he exercised no 
political or economic influence whatever. He was, in fact, a by- 
product. His work was paid for at starvation wages, and he pas- 
sively accepted his wretched lot. A few historians and archaeolo- 
gists took an interest in these ancient aboriginal civilizations, but 
nothing was done to draw attention to the miserable fate of the 
contemporary Indians themselves. For the majority of educated 
people, the best Indian was the dead Indian! 
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Since the Mexican Revolution, however, the Indian has gradual- 
ly come into the public view, with the realization that one of the 
basic problems in the economic development of Latin America 
lies in the situation of its native population. The Indian movement 
soon went beyond the romantic idea of a protest against injustice 
to take an important place in the sphere of social sciences. On its 
theoretical side, it explains the outlook of the Indians and the part 
they have played in the past in the society in which they found 
themselves. The germs of a Spanish native policy were already 
evident in the fifteenth century in the protective attitude towards 
Indians of Padre Bartolemé Las Casas, exercised not in an anti- 
Spanish spirit but rather as an application of Christian principles 
to a situation in which the Cross might be thought to cover all the 
enormities committed in the name of the Church by the Spanish 
Conquistadores. The ‘new tradition’ began after the first World 
War, and it was coloured by the pre-occupation with social prob- 
lems which affected the whole South American continent at that 
time. The most important event was the Indian Congress of 
Patzcuaro in 1939, at which such men as John Collier, Moises 
Saenz, V. R. Haya de la Torre, leader of the Aprista movement, 
Mendizabal, and Castro Pozo played a considerable part. A second 
Congress took place at Cuzco, in Peru, in 1949. The Instituto 
Inter-Americano Indigenista in Mexico, under Manuel Gamio and 
Juan Comas, now publishes reviews dealing with native affairs. 


THE INDIAN PROBLEM 


In what, in fact, does the Indian problem in the Latin American 
countries consist? Let us begin by defining the Indian as one in 
whom native language and non-European physical characteristics 
predominate, coupled with a persistence of strongly native ele- 
ments in his material and spiritual culture—with the result that a 
definite feeling of belonging to a separate community survives in 
the individual. The importance of the Indian problem varies in 
each country according to the percentage of Indians in the popula- 
tion as a whole. The Indian constitutes a problem only according 
to the extent to which the native groups are more or less separated, 
culturally or socially, from the rest of the population, and in so 
far as the country feels the need to assimilate the Indian to the 
national life as a whole and the Indian himself is conscious of the 
need to be integrated therein. Finally, the economic aspects of the 
Indian problem are very similar to those arising in any under- 
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developed country, whether on the American continent or else- 
where. 

The Indian communities constitute marginal populations living 
on the fringe of the civilization and culture of the country they 
inhabit. ‘They vegetate on the borders of the national economy 
without taking an active or direct part in it except as the cheapest 
form of manpower. ‘Thus the Indian problem is first and foremost 
one of integration, of the incorporation of the aboriginal popula- 
tions into modern civilization and culture and the rhythm of the 
national life: a problem, in fact, of acclimatization. 

The first Indian Congress at Patzcuaro estimated the Indian 
population of Latin America at some 30 million. ‘The countries in 
which its proportions are highest are Guatemala, Mexico, Peru, 
Bolivia, Ecuador, and Panama, where the problems it presents are 
sufficiently important to be of national significance. All these 
countries are trying to solve the native question by following more 
or less closely the example of Mexico. 

Mexico’s native policy first took legal form with the agrarian 
reform law of 6 January 1915, which aimed at providing land for a 
rural population which was almost entirely Indian. The next step 
was the creation of rural schools, which were set up by the Revolu- 
tionaries, and in particular by the well-known educationist José 
Vasconcelos. Voluntary missions have established these schools in 
the most remote districts, with the aim of giving native children 
the rudiments of education, both theoretical and practical. During 
his period of office between 1934 and 1940 President Lazaro 
Cardenas also created a Department of Native Affairs to deal with 
the problems of the numerous aboriginal ethnical groups in Mexico. 

This policy has had some influence on other countries of Latin 
America. The Panama Constitution of 2 January 1941, for example, 
states (Article 56) that ‘it is an imperative duty to evolve legislation 
as to the means of educating the native with a view to his integra- 
tion in civilization’. The Constitution of the Republic of Guate- 
mala, of 11 March 1945, declares (Article 83) that ‘it is useful, and 
in the national interest, to develop a comprehensive policy of 
improvement in the economic, social, and cultural conditions of 
the native groups’. 

The native movement co-ordinated in Mexico by the Instituto 
Inter-Americano Indigenista has led to the creation of various 
national institutions whose aim is the improvement of the material 
and cultural conditions of the aboriginal groups—in Brazil, the 
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National Council for the Protection of Indians; in Colombia, the 
National Ethnological Institute; in Cuba, the National Junta of 
Archaeology and Ethnology; Native Institutes in Nicaragua, 
Guatemala, and Paraguay; and a Directorate General of Indian 
Affairs in Peru. 

There has, indeed, been considerable legislation and activity 
in recent years on behalf of the Indian peoples in the Spanish- 
Indian countries. In a highly controversial article entitled ‘Agra- 
rismo, Indigenismo et Nacionalismo’! Professor Frank Tannen- 
baum referred to the danger that all these efforts on behalf of 
natives peoples might ultimately outstrip the ends they had in 
view: might they not, he argued, in the long run produce a native 
nationalism which, if accompanied by education, could prove 
dissident in relation to the State? Professor Tannenbaum cited the 
example of an illiterate Indian in Guatemala who had told him 
that he hoped some foreign country would appear on the scene 
to ‘save’ the Indians. Would the tendency be towards a Maya 
Federation? Or a Quecha nationalism? . . . One recalls the romantic 
Indianism described by D. H. Lawrence in The Plumed Serpent. 

This sceptical attitude received in turn a strong counterblast in 
an excellent analysis by Antonio Garcia,* which defined what a 
native policy ought not to be: it should be neither Pan-Indianism, 
attempting to make Indian standards the universal criterion; nor a 
racial Indianism, arbitrarily establishing the existence of an Indian 
race as opposed to a non-Indian; nor a primitive Indianism seeking 
its origins and its future in the remote past before the advent of 
Columbus; nor a romantic Indianism incapable of proposing 
practical solutions; nor a partial Indianism offering only partial 
solutions. 

The last alternative presents the greatest danger. In the coun- 
tries where a more pronouncedly native policy is beginning to de- 
velop particular attention is being given to the education of 
the Indian; but the native problem in the Spanish-Indian coun- 
tries is economic just as much as cultural or social. It would serve 
no purpose to raise the cultural level of the Indians if at the same 
time they were left in poverty. It seems likely, moreover, that they 
could not be abandoned in this state for long without running the 
risk of an upheaval or even of a violent explosion. 


1 The Hispanic-American Historical Review, Durham, North Carolina, 
August 1953, PP. 395-423. ; ; 

2 “Teoria y Politica del Indigenismo’, in America Indigena, Mexico, October 
1951, Vol. II, No. 4, pp. 281-96. 
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THE INDIAN AND THE LAND 

The Indian population in Latin America is almost entirely 
agricultural. The tilling of the soil is the basic activity of go per 
cent of the working male population. For this reason the problem 
is closely related to the question of land distribution. In nearly all 
the Latin American countries where the latifundia system is wide- 
spread an Indian problem exists. 

The taking over of land from the Indians began with their 
earliest contacts with the whites, and still continues in many coun- 
tries today. Certain Indian communities are however permitted by 
law to retain their land; and some of them have been able to main- 
tain their existence in consequence of the low population pressure 
among the mestizo, as for instance in Chiapas, Vera Cruz, and 
Guatemala. On the other hand when population pressure increases 
the Indian begins to be despoiled of his land, and in that case all 
the forces of the State combine against him—the authorities, the 
landowners, the new seizers of land, the Church, and the foreign 
monopolies. Gamonalismo is a sort of agrarian feudalism which 
destroys the traditional communities by driving them back to the 
edge of the desert land or causing them to scatter and disperse. 
Thus it can easily be understood why the land became for the 
Indian the symbol of his right to live. To an increasing extent the 
Indian makes common cause with the land; he never ceases to be 
in contact with it, ‘either by night, when he stretches out his thin 
body on the hard ground, or by day when he feels it beneath his 
hardened naked feet’. Thus there grew up an attitude of defence 
of landed property which expressed itself in violent struggles in 
Ecuador, Mexico, and Peru. The ferocious hordes of the revolu- 
tionary leader Emiliano Zapata early in this century fought for 
“Tierra y Libertad!’ 

One of the methods of exploiting the Indians’ work was through 
their more or less enforced co-operation in the construction and 
maintenance of public works, a custom which still continues to be 
practised in some of the Indian villages of Latin America. In 
Mexico this kind of work became known as faena or tequio—a form 
of forced labour—and the authorities compelled the Indians to 
work on building and repairing the roads, installing telephone and 
telegraph lines, and repairing public buildings. In Peru, the 
Indians had to carry out without pay all the public works decided 
on by the authorities throughout the locality. It is said that the 
road from Mejorada to Ayacucho was made by the sweat and 
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blood of Indians, who suffered terrible hardships from the ill- 
treatment inflicted on them by the military in charge of the work. 
In mountain villages the clergy and the civil authorities combined 
to exploit the Indian and filch his land from him. 

The Indian’s needs are few, and vary according to his cultural 
level. But the giving of feasts and distribution of largesse is an 
inescapable custom, and he may well spend his whole life working 
to pay off the debts contracted in paying for these festivities. 
Lavish expenditure, incurred in order to acquire or enhance 
prestige, often compels Indians to seek work on the hactendas, in 
modern agricultural undertakings, or in industry. The traditional 
haciendas and the latifundia of Peru, Ecuador, Guatemala, Mexico, 
and elsewhere are run on the system of paying wages in high- 
priced goods, thus binding the Indian ever more closely to work 
on the land. On these /atifundia agriculture gives low returns and 
there is very little mechanization, and this necessitates the employ- 
ment of a large number of workers at low wages. 

The modern agricultural undertakings, on the other hand, have 
been established in virgin tropical country, generally along the 
shores of the two littorals; they include sugar and coffee plan- 
tations, plantations of the United Fruit Company in Central 
America, and other large concerns. Since this type of cultivation 
does not demand intensive labour except at certain periods of the 
year, the Indians only work there for a few months at a time as 
hired labourers, coming down from the high lands where their own 
villages usually lie. As Paul Morand has said in his Air Indien,* ‘the 
Indian is not made for the low-lying regions and the highways. . . 
solitude and barrenness suit him’. Indian labour in the mines, 
factories, and oilfields is of less significance in the present context, 
since once the Indian adopts the ways of modern life he ceases to 
be an Indian. 

The problem of the poverty of the agricultural population is a 
very real one, especially in the countries where Indians pre- 
dominate and where agriculture may represent as much as 80 per 
cent of the economy. In these areas a variety of reasons may 
account for the low agricultural production and inadequate 
standard of living: poverty of the soil, unfavourable climatic 
conditions, technical backwardness and inadequate equipment, the 
frequently high density of rural populations, and the low prices 
received by the farmer. But one of the fundamental reasons is the 


1 Paris, Bernard Grasset, 1932. 
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agrarian structure itself, the whole organic framework of agricul- 
tural production. 


AGRARIAN STRUCTURE AND LAND REFORM 

In most of the Latin American Republics, in fact, the typical 
agrarian structure involves great inequality in the ownership of 
land, which often results in a wasteful use of it. As two reports of 
United Nations inquiries! have recently emphasized, the combina- 
tion of extensive cultivation with a high degree of concentration 
of land-ownership prevents the rational utilization of the soil and 
the expansion of agricultural production, thus lowering the 
standard of living of the majority of the rural population and pro- 
ducing a state of stagnation in agriculture, which is generally the 
main form of activity in such economies. In fact, in nearly all these 
countries, with the exception of Mexico, the agrarian structure is 
still characterized by the existence of very large properties (the 
latifundia), a great number of small plots of land (the minifundia), 
and a very poor and backward native population whose average 
per capita annual income varies from $40 in Ecuador, $55 in 
Bolivia, and $77 in Guatemala, to $100 in Peru and $121 in 
Mexico—as compared with $1,453 in the United States. 

Although this structure considerably impedes the countries’ 
economic development, the need for land reform, with the aim of 
improving the position of the small and medium farmers, has 
barely been recognized. The large landowners, who would of 
course be greatly affected by such measures, and who still enjoy 
considerable political and economic influence, generally supported 
by the Church and the foreign monopolies, strongly oppose the 
efforts towards agrarian reform. There is moreover the danger in 
Spanish-Indian countries that land reforms may not always be 
clearly understood by those whom they are designed to benefit, 
or may become side-tracked or distorted for political reasons. At 
Cochabamba in Bolivia, for example, difficulties arose recently 
because the Indians wanted the reform to move faster than the 
law provided for. Similar disturbances had taken place at Escuintla 
in Guatemala, where ex-President Arbenz had to send Com- 
mander Martinez, then head of the National Agrarian Depart- 
ment, to examine the situation on the spot. ‘Unrest and violence 
were inevitable,’ the Guatemalan Minister of Economy stated, 


‘ United Nations: Department of Economic Affairs: Land Reform (New York, 
1951) and Progress in Land Reform (New York, 1954). 
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adding, ‘It is impossible to undertake a measure as serious as 
agrarian reform without incurring disturbances and violence. In 
Mexico it cost 20,000 lives. If we come out of it with the loss of 
only 200 we shall consider ourselves lucky.’ 

The natural conservatism of the rural communities forms 
another obstacle. The peasant is often strongly independent in his 
attitude towards the Government, and his reaction towards any 
reform may become violent and lead to negative results rather 
than to the hoped-for improvement. The greatest stumbling- 
blocks of all are his inertia—‘Quien sabe, sefior?’—and his failure 
(a quite natural one) to understand the ends in view. Indian com- 
munities often wish to lead their lives quite apart from the nation 
and its political reforms. Fatalistic and accustomed for centuries 
to virtual slavery, they are suspicious of anything that emanates 
from the capital. They have seen their rebellious chiefs betrayed 
and massacred by the landlords. It will be a long time before they 
cease to be suspicious; and it seems likely that the fall of President 
Arbenz was due not only to the American planes and the strength 
of Colonel Armas’s following but also to a general lack of compre- 
hension among the Indian masses, who neither understood the 
situation nor rose in his defence. 

Still further obstacles to the carrying out of land reforms lie 
in the lack of qualified technicians and the shortage of funds— 
this last a very serious impediment unless international aid is 
forthcoming. 

It is therefore easy to understand why it is that since 1945 
only three countries of Latin America have succeeded in putting 
land reforms into effect: Mexico, Guatemala, and Bolivia. But 
whereas in Mexico a policy of land reform was first initiated in 
1915, in Guatemala the land reform measures date from June 
1952 and in Bolivia from August 1953. In all three countries the 
reforms are based on the same principle: the restoration of land 
originally belonging to the Indian villages. The agrarian structures 
affected by the reforms are also similar, being characterized by a 
high degree of concentration of landownership and a very low 
standard of living for the native population. Guatemala and 
Bolivia have undoubtedly derived inspiration from the example of 
Mexico, and the measures taken aim at improving the situation of 
the landler- peasants and of those who possess only small or 
medium holdings. The resemblance can be carried still further if 
we recall that in all three countries the large landowners were 
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either private landlords or foreign companies: British and Ameri- 
can in Mexico, German and American in Guatemala, and to a 
lesser degree British in Bolivia. 

Both Mexico and Bolivia have declared that the measures they 
have taken will increase the number of those owning land. In 
Mexico, the policy of restoring land to the ejidos,1 in force since 
1916, has caused fundamental changes in the agrarian structure. 
It has transformed the whole system of landownership, changed 
the face of the country by extricating it from a modern paternalist 
feudal system, developed the latent riches of the soil, and improved 
the situation of the Indian, while at the same time giving him the 
personal feeling that he has at last won back what belonged to him. 
By 1940 an area of 2g million hectares had been transferred from 
the big /atifundia to the village communities and their members. 
In that year, out of the total cultivated area of 15 million hectares, 
7 million hectares belonged to the ejidos: the reform had thus re- 
distributed nearly 50 per cent of the cultivable land. 

Moreover the revolution has not stood still. Redistribution is 
still going on, and between 1946 and 1952 a further 4 million 
hectares were transferred to native ownership. ‘The new owners 
were for the most part simple Indian peasants without equipment 
or technical education; and for that reason the creation of agricul- 
tural credit organizations, such as the Banco Nacional de Credito 
Ejidal for the ejidos and the Banco Nacional de Credito Agricola y 
Ganadero for private owners, has been of decisive importance. But 
the Mexican soil cannot yet support a population that is rapidly 
increasing. Only a small proportion of the surface is cultivated, 
and yields are still only mediocre. The problem of increasing 
output to keep pace with the rise in the population has become 
acute, and the Government is trying to solve it by encouraging 
emigration into new and still unexploited regions, as well as by the 
introduction of an extensive system of irrigation. 

In Bolivia, the land reform law of August 1953 also envisages 
a radical change in the agrarian structure. Here there was extreme 
concentration of landownership: according to the 1950 census, 
4°5 of the landlords owned something like 70 per cent of the land. 


1 Land held in ejido tenure is the property of a town or village either for 
collective use or for distribution among the inhabitants for cultivation in small 
plots, which each individual has the right to occupy and use as long as he keeps 
the land under cultivation. In colonial times villages received grants of land for 
this purpose, but during the nineteenth century they lost their holdings to 
the owners of large estates. Consequently the restitution or granting of ejido land 
involved the splitting up of the latifundia. 
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One of the aims of the law is to reinstate the Indian communities 
on the lands of which they were deprived, and to help them to 
modernize their farming methods, while at the same time reviving 
and making the best use of their collectivist traditions. 

The land reform law approved by the Guatemalan Congress on 
15 June 1952 aimed at a considerable modification of the existing 
conditions of land ownership and development. What has been 
said about Bolivia on the subject of concentration of ownership is 
equally true of Guatemala, where 2-2 per cent of the landowners 
grouped together in the powerful General Association of Agricul- 
ture (A.G.A.) own 70 per cent of the cultivable land, and where 
twenty of them alone control 650,000 acres. The law, which aimed 
at encouraging the development of capitalist rural economy, pro- 
vided for the distribution of land to farmers, colons, or agricultural 
workers; the investment of fresh capital in agriculture; the farming 
of nationalized lands; and the introduction of new types of cul- 
tivation by means of financial and technical aid and by increased 
possibilities of obtaining agricultural credits. Since 1952 more 
than 270,000 ha. had been expropriated from land belonging to 
former German owners and to the United Fruit Company. By a 
strange coincidence the beginning of expropriation of uncultivated 
land belonging to the United Fruit Company took place at the 
same time as the first American warnings of the danger of Com- 
munism in Guatemala which preceded the dramatic events of last 
June and the resignation of President Arbenz. The Ministry of 
Agriculture of the new Junta Militar, presided over by Colonel E. 
Monzon and Colonel Armas, at once decided to suspend the land 
reform. 

The need for progress is everywhere apparent in Indian America, 
but the shortage of credit is an almost universal obstacle to agri- 
cultural development. Indeed where land is abundant it is often 
the major obstacle. A large percentage of the rural populations are 
still really hardly touched by Government institutions or com- 
mercial banks, and depend instead on moneylenders or loans from 
village shopkeepers and the like, whose rates of interest may rise 
as high as 300 per cent; sometimes as a last resort landowners 
themselves, either directly or through intermediaries, buy back 
their land, as has happened in certain parts of Mexico. A solution 
may perhaps lie in the possibility of relating technical progress to 
credit by a system of supervised credits such as was practised till 
recently in Guatemala. 


1 Cf. U.N. Report on Supervised Rural Credit in Guatemala (New York, 1952). 
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There is still much to be done in Latin America, where the 
poverty of the peons leaps to the eye. Few countries are evolving 
so rapidly, and the Governments are faced with the necessity of 
coming to terms with an immense popular upsurge, supported by 
a new proletariat and by the majority of the intellectual élite. If the 
men of tomorrow show courage and skill they may hope to pre- 
serve the peasants’ traditional way of life while improving their 
living standard, to win from the virgin soil all the riches it contains, 
and at the same time to prepare their countries’ industrial future. 


I. B. 
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